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One of the more difficult problems of the transportation indus- 
try has been the transportation of small shipments. To clarify the pro- 
blem the Interstate Commerce Commission issued two reports in 1967--the 
Small Shipments Problem and The Role of Regulated Motor Carriers in the 
Handling of Small Shipments. Contained with the latter report were 
three tables profiling the growth of the known small shipments market 
in terms of revenues, shipments, and tons for the years 1950-1964. The 
series has been sustained in periodic issues of Transport Economics. °* 

In contrast to previous issues, this issue refines the statistical series 
itself, and indicates the more significant changes that have occurred 
since 1964. Because these statistics are somewhat limited in their 

scope and contain a number of deficiencies, care must be exercised in 
comparing them with other series of transportation statistics, 


Small Shipment Trends, 
Years 1965-71 


Small Shipment Tonnage Trends: 





The annual net tonnage of small shipments handled by regulated 
carriers since 1965 has fluctuated between 90-99 million (see Table 1). 
However, from an all time high of 98.7 million tons moved in 1969, ton- 
nage has since declined by some 7 percent, largely accounted for by the 
7.5-percent tonnage drop experienced by class I and II motor carriers. 
The primary cause of the decline was probably the general weakness in 
the Nation's economy. 


Individually, the regulated class I and II motor carriers con- 
tinue to handle the largest share of the total regulated small shipments 
tonnage. Yet, despite the fact that these carriers handle over 6-1/2 
times as much small shipment tonnage as all other regulated carriers com- 
bined, their relative share of total market has been declining slightly 
since 1968 (i.e., 85.9 percent in 1968 to 85.2 percent in 1971). The 
decline is explainable in part by the significant increase in tonnage 
experienced by United Parcel Service (UPS), and to a lesser extent by 
the growth of bus express and air cargo and express. 


Although class A freight forwarders rank next in importance in 
respect to the small shipment tonnage carried by regulated carriers, they 
account for less than 4 percent of the total tonnage. Moreover, since 
their tonnage was rather static for the decade prior to 1968, in addition 
to actually declining 19.2 percent since 1968, there is little to sug- 
gest that their relative position will vary to any great extent in the 
near future. Intensive competition from other modes, shifts in traffic 





‘Statistical data on small shipment traffic may also be found in the 
March 1968, March 1969, March 1970, and May 1971 issues of Transport 
Economics. 
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and distribution patterns, increased use of private transportation and ' 
the growth of non-profit shipper associations, among others, would 
account for their relative stagnation. 


Considering the fact that the average United Parcel Service 
shipment is an estimated 12.2 pounds, the advancement of this firm to 
the position of the third largest tonnage carrier of small shipments in 
the United States is significant. Since 1960 UPS has experienced a 
volume growth rate of almost 765 percent. During the 1965-1971 period 
UPS has clearly outgained parcel post and REA. Between 1965-1971, for 
instance, surface parcel post, which has steadily declined in tonnage 
handled since 1950, lost 24.7 percent, and REA lost 62.3 percent of 
their respective traffic. In contrast, UPS gained well over 247 percent 
during the same period. Of even further interest is the fact that UPS 
presently handles twice as much tonnage as surface parcel post, and 
almost five times as much as REA; they also handle three times as much 
L.C.L. rail shipment tonnage as the Nation's entire railroad system. 

In spite of its prodigious growth rate, UPS is still responsible for 
only 3.6 percent of the entire known small shipment traffic. 


Although the total amount of small shipment tonnage moved by 
air transportation accounts for only 3.1 percent of the total market 
(up from 1.4 percent in 1965), its growth rate has been second only to 
that of UPS since 1965. Despite some decline in REA's air traffic, the 
combination of air freight, REA air express and air parcel post,” shows 
an increase in total tonnage from 1,290 tons in 1965 to 2,806 tons in 
1971 for a growth of almost 118 percent. Of the three segments of air 
transportation, freight handled by the scheduled airlines is the more 
important. However, while the scheduled airlines have increased their 
hauling of small shipments roughly 1-1/2 times as fast as that of air 
freight forwarders during the entire 1960-1971 period, since 1965 the 
growth of the air freight forwarder small shipment traffic has almost 
doubled that of the scheduled airlines. 


Small shipment tonnage moved by railroads, water carriers, sur- 
face parcel post and surface REA continued a steady downward trend during 
1965-1971. While each mode experienced a significant reduction in traf- 
fic, the most spectacular decline was that recorded by REA (i.e., 62.3 
percent). Together these four carriers account for less small shipment 
tonnage than class A freight forwarders and only slightly more than UPS. 





*Because of the passage of Public Law 90-206 in 1967 in which heavy- 
weighted pieces of first class mail are included, there is some dis- 





tortion in the tonnage figures. 
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Bus express tonnage, accounting for considerably less than 
one-half of one percent of the total tonnage, is nevertheless steadily 
increasing. This increase reflects the provision of a unique flexi- 
bility in intercity point to point small shipment service. 


Much of the growth being experienced by motor carriers as 
well as the newer modes (i.e., bus express, UPS and air transportation) 
is due to increased short-inventory buying made possible by computers, 
new distribution techniques, and the development of new technologies 
emphasizing miniaturization, lightweight metals and plastics. 


Small Shipment Revenue Trends: 





In contrast to fluctuations experienced in the small shipment 
tonnage pattern, total revenues derived from the hauling of small ship- 
ments steadily increased by almost 58 percent during 1965-1971 (see 
Table 2). Most of this growth is attributable to the increased revenues 
of class I and II motor carriers. Revenues accruing to these motor 
carriers, which are now almost 7-1/2 times higher than their nearest 
individual competitor (surface parcel post), account for 58.3 percent 
of the total small shipment revenues. Their relative share of the total 
revenues during 1965-1971 has ranged roughly from 56 to 60 percent. 


While the air transportation services performed collectively 
under air freight, air express, and air parcel post accounted for only 
3.1 percent of the total small shipment tonnage moved in 1971, their 
combined relative share of total revenues was almost 16 percent. With 
the exception of REA, revenues from all of the other air transport 
carriers have more than doubled since 1965. 


Air parcel post, in contrast to the dismal surface parcel post 
tonnage trends, ° has recently become a much more active small shipment 
competitor. For example, air parcel post revenues alone have increased 
over 300 percent since 1965 and in 1971 accounted for almost a third of 
total parcel post business--up from about 11 percent in 1965. 


Railroad, REA surface express, and to some extent water car- 
rier revenue decreases since 1965 mirrored continuous tonnage declines. 
Of the three, REA with a 50.7-percent decline in revenues has suffered 
the most. 


While the revenues derived from UPS, and to a lesser extent 
bus express, also showed spectacular increases, together the two ac- 
count for only about 8.2 percent of total revenues. 


During the past few years, the annual revenue of class A 
freight forwarders has become somewhat stable. 





’Because of a number of size, weight, and rate adjustments, surface 


parcel post has generally produced increased revenues despite declining 
tonnage. 
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Trends in the Total Number of Small Shipments: 





From 1965 to 1969 the trend in the total known number of inter- 
city small shipments moved by regulated transport carriers in the United 
States moved steadily upward, only to decline somewhat in 1970 and then 
rise slightly in 1971 (see Table 3). While the trends in small shipment 
figures are of interest, it should be noted that some of the incorporated 
figures are estimated and a number of important carriers (i.e., air 


freight, railroads, and water carriers) are not included in the compu- 
tations. 


In striking contrast to its pronounced domination of revenues 
and tonnage, in 1971 class I and II motor carriers accounted for only 
about 14 percent of the total number of intercity small shipments, down 
from almost 19 percent in 1965. 


Together, the so-called "small parcel carriers" (i.e., UPS, 
surface REA, and surface parcel psot) account for slightly over 69 per- 
cent of the total small shipments. Air parcel post, bus express, and UPS 
represent the only regulated small shipment carriers that have never 
experienced any sort of cecline in the shipments handled since 1965. 


—==_ ~~ 
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